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Hollywood loves sequels, it’s the op-
portunity to capitalize on a previ-
ous hit. The sad fact is that very few 

movie sequels can be Terminator 2 or The 
Godfather Part II, they are usually like Cad-
dyshack 2 and Smokey and The Bandit Part 
3. It appears that Washington likes retire-
ment plan sequels too with SECURE 2.0, 
but there are enough things for plan spon-
sors to consider and how it will affect them.

Automatic Enroll-
ment. Employers 
who start new  plans 
after December 29, 
2022  (the date that 
SECURE 2.0 was 
signed into law), 
beginning in 2025, 
will be required to 
automatically enroll 
participants in their 
retirement plan at a 
rate of at least three 
percent, but not more 
than 10 percent of 
compensation. Par-
ticipants may opt-out 
by declining to par-
ticipate. New compa-
nies that have been 
in business for less 
than three years and 
employers with 10 
or fewer workers are excluded from this 
requirement. An Automatic Enrollment 
plan must allow employees to withdraw 
automatic contributions and any earn-
ings within no more than 90 days of the 
first contribution without being subject 
to the 10% penalty on early withdrawals.

Automatic Escalation. Beginning in 
2025, for new retirement plans started af-
ter December 29, 2022, contribution per-
centages must automatically increase by 
one percent on the first day of each plan 
year following the completion of a year 

of service until the automatic contribu-
tion is at least 10 percent, but no more 
than 15 percent of compensation. Excep-
tions will apply for businesses with 10 or 
fewer employees, and employers that have 
been in business for less than three years.

Increased catch-up contributions. In 
2023, participants age 50 and older can 
contribute an extra $7,500 per year annu-
ally into their 401(k) account. Starting Jan-

uary 1, 2025, individuals ages 60 through 
63 years old will be able to make catch-
up contributions of up to $10,000 annu-
ally to a workplace plan, and that amount 
will be indexed to inflation. Also, after 
2023, all catch-up contributions for par-
ticipants earning over $145,000 annually 
must be made on a Roth (after-tax) basis.

Optional Roth Treatment of Employer 
Contributions. Effective immediately, 
plan sponsors may amend their plans to 
permit plan participants to elect that em-
ployer matching and profit-sharing con-

tributions are made as Roth (after-tax) 
contributions, as long as they are 100 per-
cent vested when contributed to the plan. 

Change of Eligibility for Long-Term, 
Part-Time Employees. SECURE 1.0 al-
lows employees who work between 500 
and 999 hours for three consecutive years 
must be allowed to participate in their 
company’s retirement plan (starting in 
2024). SECURE 2.0 reduces the time pe-

riod to two years, 
effective in 2025. 

Student loan debt. 
Starting in 2024, plan 
sponsors will be able 
to “match” employee 
student loan pay-
ments with matching 
payments to a retire-
ment account, giv-
ing workers an extra 
incentive to save 
while paying off edu-
cational loans. Plan 
sponsors will be able 
to rely on the em-
ployee to certify an-
nually the amount of 
their qualifying stu-
dent loan payments. 

Emergency sav-
ings. Starting in 2024, 401(k) plans will be 
able to add an emergency savings account 
that is a designated Roth account eligible 
to accept participant contributions for non-
highly compensated employees. Contribu-
tions would be limited to $2,500 annually 
(or lower, as set by the plan sponsors) and 
the first 4 withdrawals in a year would be 
tax and penalty-free and don’t need to be 
substantiated to show a qualifying emer-
gency. Plan Sponsors may automatically 
opt employees into these accounts at no 
more than three percent of eligible wages. 
Employees can opt out of participation. 
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Employee contributions to 
an emergency savings ac-
count must be eligible for 
the same matching contri-
butions that apply for elec-
tive deferrals. Matching 
contributions are made to 
the 401(k) plan – not to the 
emergency savings account. 

Withdrawals for Cer-
tain Emergency Expenses. 
Usually, a 10 percent excise 
tax applies to early distribu-
tions (usually prior to age 
59 ½) from 401(k) plans. In 
addition to the emergency 
savings account option de-
scribed above, beginning 
in 2024, the Act provides 
an exception for certain distributions for 
emergency expenses, which are gener-
ally unforeseen immediate financial needs 
relating to personal or family emergency 
expenses. Only one distribution is permis-
sible per year of up to $1,000, and a taxpay-
er has the option to repay the distribution 
within three years. No further emergency 
distributions may be made during the three-
year repayment period until any amounts 
previously taken are repaid. The plan spon-
sor may rely on an employee’s written 
certification that the employee is facing a 
qualifying emergency personal expense, 
absent actual knowledge to the contrary. 

Expanded Credit for Plan Adminis-
trative Costs. Currently, plan sponsors 
with less than 100 employees may be eli-
gible for a three-year start-up tax credit of 
up to 50 percent of administrative costs, 
with an annual limit of $5,000. SECURE 
2.0 increases this credit to 100 percent 
of qualified start-up costs for employers 
with up to 50 employees. An additional 
credit of up to $1,000 per employee for 
eligible employer contributions may ap-
ply to employers with up to 50 employees 
but phases it from 51 to 100 employees.

Saver’s Match. Starting in 2027, low-
er-income employees will be eligible 
to receive a federal matching contribu-
tion of up to $2,000 per year that would 
be deposited into their 401(k) account. 
The matching contribution is 50 percent 
of the employee’s salary deferrals but 
is phased out as income increases. This 
match replaces the current Saver’s Credit.

De Minimis Incentives for Plan Partici-
pation allowed. Currently, Plan Sponsors 
can only provide matching contributions as 
an incentive for employees to participate in 
a 401(k) plan. Starting for plan years be-
ginning after 2022, plan sponsors may of-
fer some financial incentives, such as gift 
cards, to help increase plan participation. 
However, any financial incentives should 
be of de minimis amounts (no sports tick-
ets) and can’t be paid with plan assets. 

Required Minimum Distributions 
(RMDs). The requirement to begin taking 
RMDs will increase from age 72 to age 73 
in 2023, and then to age 75 in 2033. Be-
fore the original SECURE, the age was 
70 ½. This is a nice change since people 
are living longer. In addition, the penalty 
for not taking an RMD is reduced from 50 
percent of the amount required to be with-
drawn currently to 25 percent. The penalty 
will be reduced to 10% for IRA owners if 
the account owner withdraws the RMD 
amount previously not taken and submits 
a corrected tax return in a timely manner. 
Additionally, Roth accounts in employ-
er retirement plans will be exempt from 
the RMD requirements starting in 2024. 

Retirement Savings “Lost and Found.” 
Within two years, an online searchable 
database will be created to allow a retire-
ment plan participant or beneficiary to 
search for contact information for plan 
administrators of plans in which the par-
ticipant or beneficiary may have a benefit. 
Beginning in 2025, plans will be required 
to share information with the Department 
of Labor to be included in the database.

Increase of self-correc-
tion. SECURE 2.0 bolsters 
the self-correction program 
under the Employee Plans 
Compliance Resolution 
System (“EPCRS”) to al-
low more types of errors 
to be corrected internally 
(without having to file to 
the Internal Revenue Ser-
vice’s Voluntary Com-
pliance Program) and to 
exempt certain failures to 
make required minimum 
distributions from the ex-
cise tax. There are also new 
rules for correcting over-
payments. These changes 
are effective immediately.

Increase the cash-out amount. SE-
CURE 2.0 increases the involuntary cash-
out limit (where participant consent for 
distribution is not required), from $5,000, 
to $7,000. This provision applies to dis-
tributions made after December 31, 2023.

Retroactive amendments allowed until 
tax filing date. SECURE 2.0 will allow 
retroactive discretionary amendments in-
creasing benefits (except matching contri-
butions) to be made up to the plan’s 5500 
filing date (or, for single-employer plans, 
the employer’s tax-filing date). Currently, 
the requirement is that these retroactive 
amendments must be made by the end 
of the plan year in which they are effec-
tive. This provision is effective for plan 
years beginning after December 31, 2023.


